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Some Background on IFRS 9
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The IASB changed bank accounting 

rules at the peak of the 2008 crisis

 A response to pressure from the EU 

(Sarkozy, McCreevy, …) …

… EU calls for 

further actions

 Starting point 

for work on IFRS 9



Some Background on IFRS 9
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Bank accounting has traditionally been a combination of …

• Fair Value Accounting

 Use of current market prices

 Gains and losses

• Amortized Cost Accounting

 Provisions for loan losses

 No gains before sale

IFRS 9 brings changes to both concepts



Two Initial Ideas
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Recognize loan 

losses earlier

Reduce fair value 

accounting



Why Expected Loan Losses?
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What Happens? Early Evidence
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IAS 39 IFRS 9

Amortized Cost 54% 51%

Fair Value 46% 49%

Reclassifications: Both Directions

IAS 39 IFRS 9

Amortized Cost 70% 71%

Fair Value 30% 29%

Bank A:

Capital market-based 

business model

Bank B:

Loan-based

business model



What Happens? Early Evidence
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(13 banks) Equity

IAS 39 (Dec 31) 11,304m

IFRS 9 (Jan 1) 11,133m

Equity: Negative, but Modest Impact

 Decrease by 1.7%

 61% of the decrease comes 

from expected loan losses

 39% of the decrease comes 

from reclassifications

However: The impact is not uniform and

varies substantially across banks
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